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PROCEEDINGS
(9:30 a.m.)

MR. CARPENTER: Good morning and welcome to
the United States International Trade Commission's
conference in connection with the preliminary phase of
antidumping investigation Nos. 731-TA-1114 to 1115
concerning imports of certain steel nail from China
and the United Arab Emirates.

My name is Robert Carpenter. I am the
Commission's Director of Investigations and I will
preside at this conference.

Among those present from the Commission
staff are, from my far right: George Deyman, the
supervisory investigator; Fred Ruggles, the
investigator; Robin Turner, the attorney/advisor;
Steven Trost, the economist; Charles Yost, the
auditor; and Gerald Houck, the commodity industry
analyst.

I understand that parties are aware of the
time allocations. I would remind speakers not to
refer in your remarks to business proprietary
information and to speak directly into the
microphones. We also ask that you state your name and
affiliation for the record before beginning your
presentation.
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Are there any questions? If not, welcome
Mr. Rosenthal, please proceed with your opening
statement.

MR. ROSENTHAL: Good morning. I'm Paul
Rosenthal with the law firm of Kelley Drye Collier
Shannon. I appear here this morning on behalf of the
Petitioners, the U.S. producers of certain steel
nails.

Opposing us today are not only numerous
foreign producers and importers, but erstwhile
domestic producers of steel nails who have become
foreign producers and importers in recent years. The
domestic producers who oppose this case are different
from Petitioners and supporters of the petition in two
important respects.

First, each has some type of a relationship
with the subject foreign producer; and second, each is
importing subject steel nails. Those entities are
basically hedging their bets by shutting plans in the
U.S., producing in China, and buying low-priced dumped
nails.

But make no mistake that the reason these
U.S. producers are importing nails is to take
advantage of the low prices the Chinese and the UAE
producers offer. These prices are as a result of
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10
dumping, and severe dumping at that. These opposing
companies have therefore become part of the unfair
trading problems themselves.

Make no mistake that the importing by these
erstwhile domestic producers, the shutting down of
facilities, the laying off of workers is injurious.

We all understand it's part of the business strategy
and these companies may feel that they feel obligated
or entitled to inflict harm on themselves, but in fact
the people who are suffering are the workers in the
industries and their competitors in the domestic steel
bar nail industry.

The domestic producers I represent, on the
other hand, are attempting to compete fairly and to
preserve a U.S. nails industry. They want to avoid
further layoffs and factory closures. They want to be
able to maintain production in this country and sell
at fair prices.

Unfortunately, the surge in imports from
China and the UAE has caused substantial harm to the
domestic producers and is threatening the continued
existence of this industry. Imports from China and
the UAE increased by 70 percent in absolute volume
terms over the last three years. As the subject
import share of the U.S. market has grown, domestic
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11
producers have seen their market share fall, and their
production and shipments decline. As you will hear in
our testimony shortly, some companies have had to
close plants while others have had to shutdown
altogether.

These in-roads by China and the UAE have
been made possible by low prices that undercut U.S.
producers, leading to both price suppression and
depression. As prices fall, so do profits. Your
database will show a significant decline in the
industry's financial performance as a result of the
lower prices of the subject imports.

Relief is needed to permit the remaining
members of the domestic industry to continue to
produce nails in this country because what we have
seen so far is just the tip of the iceberg. Chinese
and UAE capacity to produce nails is enormous and
these companies in these countries are highly export-
oriented. Every day you read something about new
capacity coming on stream.

Recent Chinese policy and tax changes
affecting its steel industry in particular will only
further encourage exports of nails to the United
States if action is not taken.

We appreciate your attention today and ask
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12
the Commission to provide relief to this domestic
industry. Thank you.

MR. CARPENTER: Thank you, Mr. Rosenthal.

Mr. Levine and Ms. Levinson, if you would
come forward now, please.

MR. LEVINE: Good morning. I'm David Levine
here on behalf of Illinois Tool Works.

In our opening remarks on behalf of
Respondents in this case, Ms. Levinson and I want to
frame some of the basic points relevant to the
Commissions preliminary injury decisions.

The Commission should recognize that
Petitioners represent a very small portion of the U.S.
industry that produces steel nails. As you know, the
Commerce Department is polling the industry in
connection with Petitioners' standing claim for which
Commerce has extended the initiation period by 20
days.

Public data on the record at Commerce
already indicate that domestic producers responsible
for a significant share of U.S. production oppose the
petition. Commerce, of course, will decide whether
these facts legally defeat Petitioners' claim to
represent the domestic industry, and corresponding,
whether to initiate an investigation and allow this

Heritage Reporting Corporation
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13
proceeding to continue.

Even if Commerce disagrees with our view
that Petitioners lack standing and decides instead to
initiate an investigation, the Commission should
nevertheless give careful consideration to the lack of
support for the petition by a number of very
significant U.S. producers.

The Commission must also pay careful
attention to the reasons why these significant U.S.
producers as well as virtually all U.S. distributors
and consumers of steel nails oppose the petition. You
will hear from our panel of industry witnesses that
U.S. producers alone cannot meet demand for the volume
and types of nails required by all domestic consumers.
Petitioners themselves certainly cannot meet this
demand.

As the industry and demands for particular
types of collated nails have evolved, Petitioners have
not kept up, and instead, they followed a demand for
commodity products. Imports from China and from the
UAE include patented nails, premium-grade paper
collated nails, nails meeting the highest construction
standards and specifications, and nails uniquely
designed for and used in certain pneumatic and gas-
powered nail tools.
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Petitioners have not, and our industry
witnesses will testify, cannot satisfy the demand for
these specialized products. Please understand,
however, that none of the Respondents is making a like
product argument here today.

Import and consumption trends illustrate
what the industry experts, including some very
significant U.S. producers themselves, know is the
case that imports from China and from the UAE provide
a needed source of supply for U.S. consumers.

Blocking these imports with antidumping orders will be
a terrible disservice to U.S. consumers and to those
U.S. producers who recognize that offshore production
is essential to a robust U.S. industry.

Moreover, antidumping orders would not help
Petitioners who cannot meet the demand satisfied by
imports. Instead, blocked imports from China and from
the UAE would simply be displaced by imports from
other foreign producers.

MS. LEVINSON: Good morning. My name is
Lizbeth Levinson, and I'm with the law firm of Garvey
Shubert Barer.

This morning you will hear from several U.S.
distributors who will testify that they have been
unable to obtain from the Petitioners the variety and
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quantity of nails necessary to serve their U.S.
customers. There are many types of commonly used
nails that the Petitioners simply do not produce.
There is no reluctance to purchase from domestic
sources but the Petitioners lack both the breadth of
product and the capacity to serve the U.S. market.

It speaks for itself that none of the
Petitioners have ever solicited business from the
distributors you will hear from today.

The nail industry, like other construction-
related industries, experienced a large unprecedented
boom in 2004. The prices of nails soared in response
to the dramatic increase in residential construction,
the strong economy during that year, and the soaring
prices of raw materials such as steel wire rod.

Petitioners would have you believe that 2004
was a typical year, but in fact industry experts state
that it was the best year in an entire generation.
Since 2004, which was plainly an aberrational year, it
should not be treated as a benchmark against which the
alleged industry should be assessed.

Consumption of nails did decline in 2006 as
a result of the softening of the residential
construction market in the United States. In recent
months, however, prices have increased and even some
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of the Petitioners admit that they are operating at
full capacity.

Significantly, one Petitioner has even gone
so far as to place its customers on allocation, and
others are raising prices. Still others have flatly
told the customers that the quantities of nails they
ordered could not be supplied for several months
because of a lack of capacity. Plainly the
Petitioners simply cannot meet the needs of the U.S.
construction industry.

Finally, the record will show that imports
from China are not the lowest priced, and in fact
there are lower priced options from countries like
Vietnam and Indonesia. Importers choose to purchase
higher priced Chinese products, however, because the
quality is reliable and Chinese producers are able to
offer a wide array of nails for many distinct
applications.

Thank you very much.

MR. CARPENTER: Thank you, Ms. Levinson and
Mr. Levine.

Mr. Rosenthal, if you would please bring up
your panel at this point.

MR. ROSENTHAL: Good morning again. I won't
spend a lot of time on introductions as our witnesses

Heritage Reporting Corporation
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17
will introduce themselves. I will tell you that the
people you are about to hear from today have wvast
experience in the nails industry. They know their
business. They know their competitors. They know the
distributors. They know their customers, and what you
are about to hear will explain to you why the domestic
industry is being injured, and why relief is needed.

I will start this morning turning over the
microphone to our first witness, Mr. David Libla.

MR. LIBLA: Good morning. I am David Libla.
I am the president of Mid Continent Nail Corporation.
I have served as president of Mid Continent since the
company was founded in 1987. I would like to give you
some background on the circumstances in our market
giving rise to this case, and the problems my company
and our industry have suffered and will continue to
suffer if relief from unfairly traded imports is not
provided.

Mid Continent began production of nails in
the late eighties, and quickly grew to become a major
U.S. supplier of nails. We produce a wide variety of
nail types at Mid Continent. I have brought a few
samples of domestically-produced nails for you to
examine. My assistant here will show them to you.

Nails can be made with different types of

Heritage Reporting Corporation
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heads. Here is an example where our nails with flat
heads.

MR. CARPENTER: Mr. Pratt, I want to just
pass those around.

MR. LIBLA: And then here is an example of a
brad head. ©Nails also have a variety of points,
including medium diamond, which he will show you; a
blunt chisel; and a blunt diamond. Shank styles of
nails may vary as well. The most common is the smooth
shank. There is also a rank shank, and this is
generally used for softwood, and a screw shank is
generally used in hardwood applications.

The coating or finish for a nail is another
important physical characteristic. Here is an example
of what we call a bright nail which has no surface
coating, and is generally used for indoor
construction. Here is an electrical galvanized nail
in which a thin layer of zinc has been applied to the
nail and this is a nail with a hot galvanized coating
in which the steel is emersed in molten zinc to
provide a thick protective coating that helps resist
weathering.

Nails can be sold in bulk or they can be
should in collated through the use of plastic or paper
or wire or attachments for the use in nail guns.

Heritage Reporting Corporation
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Notably, the same nail that's sold in bulk can be
attached via plastic, paper or wire, and used in a
nail gun once it's collated.

As you can see, Mid Continent makes a wide
range of nail types to supply various needs and
specifications. We proud ourselves on producing a
high-quality product, and providing exceptional
service to our customers. Indeed, our growth as a
supplier of nails to the U.S. market following the
company's establishment in the eighties was
accomplished based on these attributes.

Although those qualities should have
continued to ensure our success as a domestic nail
producers providing a high-quality product and great
service is no longer enough to survive in this
business.

Over the past several years we have watched
imports from China and from the UAE significantly
increase their share of the U.S. market. They have
done so not by providing a better product than Mid
Continent or other U.S. nail producers, but by trading
unfairly and undercutting our prices.

As dumped imports of nails from China and
the UAE have flooded our market, Mid Continent and
other U.S. producers have been forced to close plants

Heritage Reporting Corporation
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in the United States as we find ourselves unable to
compete with these low-priced imports.

In 2005, Mid Continent closed our
Springdale, Arkansas, facility; in January 2007, we
closed our Radford, Virginia, facility; and in March
of this year we discontinued manufacturing operations
at our Hillsboro, Texas, facility, which was a state-
of-the-art facility that was built new in 2004.

Mid Continent is not the only U.S. producer
being forced to shut down nail production facilities
in recent years. Representatives of other U.S.
producers here today will relate to you additional
production declines and plant shutdowns related to
imports. The most notable of these is Keystone, which
was forced to completely cease production of nails in
December of 2006, due to problems caused by unfair
import competition.

As Mr. Stirnaman will discuss, others not here,
such as Parker Metals, have also closed nail
production facilities in the first quarter of '06.
Even those who have not joined us Petitioners have
closed nail plants. My understanding is that ITW
Paslode closed its Arkansas plant this past December,
then in March of 2007 closed its Wisconsin plant as
well. I also believe that Synco Products closed one
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of its plants and eliminated a number of jobs.

Some of these companies have not supported
this case because they have Chinese production
facilities, have begun importing these dumped imports
in significant volumes themselves, or both. It is
disappointing to see major U.S. nail producers not
only importing the dumped product to the detriment of
other competing U.S. producers but also shifting their
alliance away from their own domestic industry.

That is particularly true when only 10 years
ago one of those companies, ITW Paslode, was a
petitioner itself in a case against roofing imported
nails from China and other countries because of injury
it was suffering from dumped imports.

I know it is tempting for U.S. nail
producers to shift to importing the dumped nails to
take advance of the low prices offered. The prices
being offered for Chinese and UAE nails are so low in
some cases that they barely cover the cost of wire let
alone the additional cost to process the wire into
nails.

I can understand the economics driving that
decision given the extremely low prices offered for
these imports. That does not excuse the unfair
behavior, however, which our information shows to be
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substantial levels of dumping of both China and the
UAE. By importing these dumped products, the U.S.
producers are becoming part of the problem themselves
to the detriment of sustaining a domestic nail
industry in the United States.

Although the opposing U.S. nail produces may
try to rationalize their behavior as not injurious, I
doubt their former workers who have lost jobs and
their surrounding communities that have lost a
significant manufacturing operation would agree.

The relentless dumping practices of the
Chinese and the UAE producers yielding prices
substantially lower than U.S. prices are quite simply
driving domestic nail producers out of business. The
surviving members of our industry are watching our
market share fall, our prices decline, and our profits
diminished to unhealthy levels. We simply cannot
continue to operate in this business unless action is
taken to halt the surge of these low-priced imports,
and as if our problems are not already bad enough, it
is clear that the import problem will only get worse
if antidumping duties are not imposed. I base that
concern on several factors.

First, the capacity and production of nails
in the subject countries have increased significantly
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in the past several years. China alone has over 300
nail producers, and most are heavily export-oriented.
The United States has been and will continue to be a
major and increasing focus of these exports if action
is not taken.

Second, the rapid increase in imports that
has taken place from these countries over the past
three years is alarming, evidence of the ability of
these imports to rapidly penetrate our market. This
rapid import penetration was accomplished by
undercutting U.S. prices for this price-sensitive
product.

Third, our industry has been placed in a
cost/price squeeze that is projected to get worse.
Our cost for wire rod and wire have been increasing,
at the same time prices of nails have not been able to
keep up or keep pace with those increases, and have
been in declining in recent quarters.

Now we hear that additional increases may
take place in the cost of wire rod and wire. Given
our ability to pass through these cost increases in
this market due to dumped imports, any such cost
increases will only further decimate our bottom line.

Finally, I refer you to the recent actions
taken by China that will encourage further exports of
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nails to the detriment of our industry. China
recently announced it was taking several steps that
would lead to a reduction in exports of certain basic
steel products, not including nails. China abolished
or significantly reduced a VAT rebate provided on
exports of basic steel products. China then imposed
export taxes ranging between 5 and 15 percent on
certain steel products to reduce exports of those
products.

The affected products are upstream products
to the nails we product. No similar VAT rebate
adjustments or export taxes were applied to nails.
The result of this policy change by China is a double
whammy to our industry.

First, due to the imposition of duties and
elimination of the VAT rebate, the prices of imports
of wire rod and, as a result, the price of domestic
wire rod and wire will increase raising our costs.

Second, these policy changes will lead to a
disincentive in China to export the basic steel
products to which these taxes apply, and an incentive
for Chinese companies to further process the steel
into downstream products such as nails for export.

Thus, the new policy changes in China will
cause an already significant volume of low-priced nail
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imports from China to increase even further, to the
detriment of our industry.

For all of these reasons on behalf of my
company and my industry, I urge the Commission to find
injury to our industry and to provide us with the
relief under the antidumping laws.

Thank you very much.

MR. ROSENTHAL: Our next witness is Mr.
James Kerkvliet.

MR. KERKVLIET: Good morning. I am Jim
Kerkvliet, Vice President and General Manager of the
Downstream Group of Gerdau Ameristeel Corporation. I
have been with Gerdau Ameristeel for 22 years. I am
currently responsible for Ameristeel's bright bar rail
products and the wire group.

Gerdau Ameristeel is a leading producer of
nails in the United States. Our nails are produced at
our Atlas Steel and Wire Division which is located in
Harihan, Louisiana. This morning I would like to
address the product and the production process for
nails and then focus on the impact that subject
imports have had on our company.

The product at issue in this case is certain
steel nails that have a shaft length up to 12 inches.
Nails are produced from various grades of steel and
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are principally used to fasten two pieces of material,
typically wood, or other solid building materials.

The nails covered by this investigation
include nails, both nails made of round wire and nails
that are cut. Nails can be produced in either
integrated or non-integrated production operations.
The integrated operation involving the most common
form of nail production, the process starts with wire
rod which is draw into wire at the required gauge. 1In
non-integrated operations, the production process
begins with purchased wire.

In the most common nail production the wire
is fed into a nail machine where it is held by a pair
of gripper dies. The shape of the head is machined
into the end of the dies, where the dies clamp the
wire in place, the free end of the wire is struck by a
mechanical hammer which deforms the end of the wire
into the die cavity to form the head of the nail.

With the wire still clamped in the dies, a set of
shape cutters then strikes the opposite end of the
nail, forming the point and cutting the nail free from
the rest of the wire coming off the coil. The nail is
then released from the dies.

The free end of the wire is drawn from the
coil and fed into the machine and the cycle begins
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again.

Nails that have helical twist, surrations
and other surface configurations require an additional
forming process. These nails must be fed into other
machines that roll, twist, stamp, or cut to required
forms. This may be a purely mechanical process or may
require heating the material before forming.

Once the nails are formed, the nails are
then cleaned in a rotating barrel filled with cleaning
solution to remove any oil from the forming machine
and any small metal scraps or nebs that may be
clinging to the nails.

The basic nail that produces a bright nail,
in order to produce various performance
characteristics nail, may be further treated in
numerous ways after being formed. For example, they
may be heat treated, treated to prevent rust and/or
corrosion, or coated with various substances such as
vinyl or cement. Nails also may be painted in part or
in full.

Finished nails may be sold in bulk or they
may be collated into strips or coils using materials
such as plastic, paper or wire. Collated nails and
bulk nails are essentially the same nails. The only
difference is that the collated nails are attached
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together where the bulk nails are loose.

As Mr. Libla just described, nails can have
a variety of finishes, heads, shanks, points and
sizes. Despite these differences all nails covered by
this investigation share the same basic
characteristics, are made to industrywide standards
such as those of the American Society for Testing and
Materials, the ASTM, an international co-council, the
ICC, and are used for the same basic purposes, in
construction.

Because imported nails are produced to the
same standard specification as our products, price is
a key factor in the sales of nails in the U.S. market.
Lower prices offered by the dumped imports from China
and the UAE give them a distinct and unfair advantage
in the U.S. market. The lower prices of dumped nails
undercut our prices causing us to lose sales and
depress our prices causing us to lose money.

The effects of this unfair competition on
Gerdau Ameristeel has been severe. Since 1004, Gerdau
Ameristeel has suffered extreme damage due to the
large volume of dumped imports from China and the UAE.
The financial performance of our nail operations has
deteriorated to unhealthy levels as we have been
forced to dramatically lower our prices in an effort

Heritage Reporting Corporation
(202) 628-4888



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

29
to retain sales in competition with the subject
imports.

Despite our efforts to compete, however, we
have continued to lose significant volume of sales to
China and the UAE. As a result, we have experienced
sharp declines in our production and shipments while
our inventory levels have increased considerably. Our
workers have also been directly affected. We have
been forced to implement cutbacks, so our number of
employees have declined as well as their hours and
wages.

In light of our worsening financial
condition and loss of market share to subject imports,
Gerdau Ameristeel has still not been able to make any
investments in equipment, technology, and manpower
that are necessary to be viable long term.

Gerdau Ameristeel simply cannot continue to
compete with these ever-increasing volumes of dumped
imports from China and the UAE. Unless antidumping
duties are imposed, prices of nails will continue to
spiral downward and we will continue to lose sales and
revenue due to these unfair imports. Without some
relief from unfair pricing practices, Gerdau
Ameristeel's ability to stay in the nail business is
doubtful.
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Thank you.

MR. ROSENTHAL: Mr. Cronin.

MR. CRONIN: Good morning. My name is Peter
Cronin and I am the Corporate Vice President in sales
and market for the Hyco Wire Group, USA, which
includes Davis Wire Corporation, one of the
Petitioners in this case. I have been with the wire
group as corporate vice president since March 2005.
Prior to that I was present of Golden State Nail
Industrial Wire and Industrial Alloys, which are now
owned by Tree Island Industries. I have been in the
wire and nail industry for over 30 years in various
capacities.

Hyco/Davis Wire is headquartered in
Irwindale, California, and is one of the largest wire
producers in the United States, but we also produce a
variety of wire products including nails. We are an
integrated producer beginning our manufacturing of
nails with the manufacture of wire. Since our company
was established in 1927, we have built a strong
reputation for dependability and quality.

Numerous times we have looked at capital
projects to expand and update our nail operation, but
because of the depressed pricing from China and the
UAE we cannot justify spending money in a product line
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where we are losing money. Over the past several
years as low-priced imports of nails from China and
the UAE have flooded the U.S. market, taking our sales
and depressing our pricing. The increases in imports
from China and the UAE have been accomplished based on
unfair trading practices at prices that significantly
undercut our pricing, making it impossible for us to
compete.

Our customers are constantly coming back and
telling us that our prices are not competitive with
those of subject imports. We have a choice to either
lose sales or reduce our pricing and lose money.

This problem is acerbated by the rising
costs we face. Thus, no matter what we do we lose.
This is why our company has joined the other domestic
producers in this case. We recognize that if we do
not obtain relief from the unfair pricing practices of
subject producers, our pricing and profits will
continue to erode and we will eventually be forced to
exit the nail business.

As you can see from our questionnaire
response, our prediction and shipments have plummeted
in the past few years, falling to an all-time low in
2006 and '07. Our sales and shipments are 10 percent
of what they were in earlier years. Notably,
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Hyco/Davis Wire has had ample excess capacity during
this period to produce nails, and could have increased
production and sales but for the dumped imports.

Not only have our volumes of sales dropped
off, but our financial condition in this nail sector
has deteriorated to precarious levels as well. As
mentioned before, this decline has prevented us from
making the necessary capital investments to remain
viable long term.

As you have heard this morning, many
domestic producers have already been forced to shut
down their nail production facilities, which was
directly attributable to these dumped imports. I
firmly believe that if imports from China and UAE are
left unchecked, Davis Wire/Hyco will be next and we
will have to completely shut down our nail operations.

The application of antidumping duty orders
against China and the UAE is critical to allow our
company and this industry to return to a healthy
financial condition. Therefore we respectfully ask
that the Commission find that imports from China and
the UAE are causing injury to our industry.

Thank you.

MR. ROSENTHAL: Mr. John Dees.

MR. DEES: Good morning. My name is John
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Dees. I am the president of Treasure Coast Fasteners,
Incorporated.

Treasure Coast has been a producer of nails
in the United States since the early 1990s. Our
manufacturing facility in Fort Pierce, Florida,
produces a wide variety of nails with wvarious
specifications that meet our customers' demands.

I would like to begin my testimony by
expressing to the Commission my support of this case
because unfair imports from China and the United Arab
Emirates are hurting our business. Low-priced imports
are taking away sales and forcing us to reduce our
prices significantly and repeatedly. This unfair
imports have been sold in the U.S. market at such
consistently low prices that the only way we are able
to compete is to sell nails without being able to
receive a satisfactory return.

Treasure Coast has experienced a period of
worsening financial performance due to the huge
increase and low-priced imports from China and UAE.
Based on Treasure Coast's experience, the unfairly
priced imports have undersold U.S. nails by
significant margins from 2004 to 2006.

We had dozens of customers to whom we were
selling pallets of nails on a regular basis. Over the
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past couple of years, however, these customers became
increasingly familiar with the Chinese and the UAE
product. These foreign producers were willing to sell
and to supply our customers at prices far below our
own.

Every day I am faced with customers saying
that they can buy imported products at lower prices.
Price is the most important factor of these purchasing
decisions. It is relatively unimportant to the end
user whether they use the product from one
manufacturer or another, or whether the product is
produced in the United States or by a foreign
producer. We complete for the same customers on the
same products as the Chinese and the UAE producers,
and their importers in the United States.

The underselling has allowed imports of
Chinese and UAE nails to take sales and market shares
directly away from Treasure Coast Fasteners and other
U.S. producers. Because we can no longer afford to
lose these accounts with our longstanding customers,
we have had to give in and lower our prices.

The dumped imports have affected our entire
sales base. It is important to realize that we have
been forced to lower prices in a period in which we
face rising cost. We have had little choice but to
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drastically reduce our prices and to forego price
increases to maintain volumes within our plant.

You can see in our questionnaire response
what this has done to our bottom line. Our worsening
financial condition over the period of investigation
led to reductions in available capital, maintenance
dollars and employee benefits. We did everything
humanly possible to reduce our cost, improve our plant
manufacturing processes and productivity. There,
however, is a limit to how much we can cut.

I also want to explain how difficult it is
to run a manufacturing plant when you are put in a
position of having to lay off employees. Our workers
take their jobs very seriously, are trained and
skilled in order to operate the machinery, to produce
and pack the nails.

I am here today because we are convinced
that our company is at a crossroad. If imports from
China and UAE continue at current levels, we may be
forced to choose and not manufacture nails in the
United States. This is particularly sad when we had
added more heading equipment and doubled our capacity
in 2004, and were running two shifts in hope of
expanding our business.

Thank you for your attention.
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MR. ROSENTHAL: Mr. Stirnaman.

MR. STIRNAMAN: Good morning. My name 1is
Vic Stirnaman, and I am executive vice president of
Keystone Consolidated Industries, Incorporated. 1I've
been with Keystone for almost 15 years. I am
appearing here today in support of the Petitioners.

At one time Keystone was the largest nail
producer in the United States. Keystone's nail
production process was fully integrated from scrap to
wire rod to wire and then nails.

During the period of investigation, 2004
through 2006, we had over 50,000 tons of annual
capacity to produce nails. Unfortunately, our ability
to utilize that capacity declined significantly over
the past three years as unfairly traded imports
displaced our sales.

Dumped imports from China and the UAE surged
into the U.S. market capturing increasing market share
in recent years. As a result, Keystone saw its sales
volume fall and its share of the U.S. nail market
erode. By last year, our capacity utilization had
fallen to a dismal level with more capacity sitting
idle at Keystone than being used to produce nails.

Our financial picture was equally bleak.

The lower prices offered by unfairly import, traded
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imports from China and the UAE caused our prices to
decline and led to significant financial losses for my
company. The deterioration of our business was not
due to a poor quality product or an inability to
produce nails to specification. Our business declined
because we could not compete with the low prices
offered by dumped nail imports.

The increased volumes of imports caused us
to suffer declines in production, shipment, and
employment. The low prices of the dumped imports
caused financial losses. The combination of the two
was insurmountable for Keystone.

As of December 2006, Keystone was forced to
shutdown its nail production operations. Keystone no
longer finds it financially sensible to produce nails
in this country due to the import onslaught. We are
currently selling off our inventory and our equipment
and exiting this business.

While this trade case is too late to save
Keystone's nail production operations, we hope it is
not too late to help the remaining domestic nail
industry members. I have come here today to support
the other U.S. nail producers who are suffering a
similar plight to what my company faced.

This industry is struggling and badly needs
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relief. I urge you to help the remaining industry
members who continue to be injured by unfairly traded
imports.

Thank you.

MR. ROSENTHAL: Mr. McMorrow.

MR. MCMORROW: Good morning. My name is
Denis McMorrow. I am the president and owner of
Wheeling La-Belle Nail Company located in Wheeling,
West Virginia. I purchased the company 10 years ago
and although Wheeling La-Belle is not a named
petition, we support the petition in this case.

I am here today because I am very concerned
about the future of my company. The large volume of
unfairly priced imports from China during the past
several years has devastated Wheeling La-Belle. This
case is important to me and my employees because it is
really the last shot my company has to survive.

Wheeling La-Belle was established in 1952,
and is a preeminent manufacturer of quality cut nails,
serving the building and heavy construction industries
as well as preservation-sensitive restoration
projects. Today, our nail facility stands as a
national historical landmark and ranks as the largest
producer of cut nails in North America.

As Mr. Libla described to you this morning,
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there are various types of nails having different

heads, points, and shank styles. Cut nails are simply
another type of nail. I have brought a few samples of
our cut nails for you to examine. I will pass them

around here.

The primary distinguishing feature is that
cut nails are produced from plate rather than from
wire. At Wheeling La-Belle, our cut nails are made
from high-carbon plate that is sheared into strips.
The strips are then fed into especially-designed nail
machines which shape and head the nails. The cut
nails are then case-hardened in a furnace and packed
in 50-pound cartons on pallets.

Cut nails are produced to ASTM
specifications and can generally be used in the same
applications as those of other nails.

Now let me turn to how dumped imports have
negatively affected my company. During the
Commission's period of investigation, we have seen a
large increase in cut nail imports from China at very
low prices. These dumped imports have consistently
undercut the prices of our product by significant
margins. As a result, unfair imports have had a
devastating impact on our business.

In fact, my company has struggled in
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competing with these imports for several years, but it
has got considerably worse during the past three
years. The deterioration in profitability at Wheeling
La-Belle is due largely to the onslaught of dumped
imports from China.

We have been forced to reduce our prices to
unprofitable levels to meet China's import prices. We
could not meet these prices, and we have lost
substantial sales volumes. We continue to be unable
to achieve necessary price increases today despite the
increase in raw material costs as Chinese imports
continue to undercut our prices.

The severe financial deterioration caused by
these imports has made it impossible for us to make
the necessary investments to improve our products and
efficiency. 1In fact, we have had to cancel plans to
upgrade and replace certain equipment at the plant.

In addition, we had significantly reduced our
workforce throughout the past several years. These
workforce reductions have been particularly difficult
for me personally because many of our workers are
second or third or more generation members of their
families to work at the plant.

If we do not obtain relief from subject
imports, our financial condition will only deteriorate
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further, and the continued existence of our 155-year-
old company will be in jeopardy. I urge you to not
let this happen.

Thank you very much.

MR. ROSENTHAL: Our next witness will be
Kathleen Cannon.

MS. CANNON: Good morning. I'm Kathleen
Cannon of Kelley Drye Collier Shannon. My testimony
this morning will address several legal issues
relevant to this case.

First, like product. The like product in
this investigation should be defined as co-extensive
with the scope of the case, certain steel nails. Our
like product definition is, we believe, consistent
with precedent of the Commission, and with the six-
factor like product analysis typically used by the
Commission.

The Commission has conducted a number of
prior investigations of certain steel nails. 1In its
earliest investigations, the Commission differentiated
seven types of nails based on coatings. Since then,
however, the Commission consistently has found that
certain steel nails, as defined by the scope of this
case, comprises single-like product irrespective of
type of coating or other physical characteristics.

Heritage Reporting Corporation
(202) 628-4888



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

42

The only type of nails that the Commission
has found to comprise a separate like product,
collated roofing nails, are excluded from the scope of
this case. We believe, based on the Commission's
prior like product findings, the discrete features,
uses and market for roofing nails, that roofing nails,
whether sold in bulk or collated, should also be
excluded from the like product definition.

Defining the like product as certain steel
nails is also consistent with the Commission's
longstanding recognition that minor variations among
product features do not justify segmenting various
types of nails into separate like products.

As i1s true of many other steel products the
Commission has examined, steel nails have a variety of
different physical characteristics such as the varying
head types, shanks, and coatings that Mr. Libla
described. These characteristics, however, simply
reflect a continuum of a single like product.

In terms of the factors the Commission
typically examines, certain steel nails share the same
basic physical characteristics consisting of a head, a
shaft, and a point. ©Nails have a common end use of
fastening two pieces of material, generally wood,
together. A wide variety of nails are interchangeable
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for the same uses, although certain characteristics,
such as protective coating, make the nails more
suitable to particular uses.

Certain steel nails share the same basic
prediction process that Mr. Kerkvliet described. Most
nails are produced from wire which is drawn through a
nail machine, after which the head is formed, the
desired length of the shaft is achieved, and the nail
is pinched to form a point. Other operations, such as
coating, painting or collating, may also occur before
packaging.

The only exception to this general
production process, as Mr. McMorrow described, is the
production of cut nails. Cut nails are not drawn from
wire but are produced from steel plate. Cut nails,
however, otherwise share the same physical features
and uses with wire drawn nails.

Producers and customers perceive certain
steel nails to be a single product comprised of a
broad mix of nail types. Prices of nails reflect the
product continuum, with higher or lower prices
associated with slight variances in physical
characteristics.

Based on all these factors and the
Commission's precedent, the like product here should
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be identified identically with the scope of the case
as certain steel nails.

Reflecting this like product definition, the
domestic industry consists of U.S. producers of steel
nails whether integrated or non-integrated. The only
real question in defining the industry is whether the
U.S. producers that are related to foreign producers
based on corporate relationships and/or significant
levels of importation should be excluded from the U.S.
industry.

As Mr. Libla stated, information available
to us indicates that several U.S. companies are
related parties within the meaning of the statute. We
believe that appropriate circumstances exist to
exclude certain companies based on the factors the
Commission has considered in past cases. Those
factors include:

The percent of U.S. production by the
importer; the reason for the imports; and particularly
whether the company is shielded from injury due to the
relationship or imports; whether inclusion or
exclusion of the related U.S. producers data will skew
the data for the rest of the industry; the ratio of
import shipments to U.S. production; and finally,
whether the primary interest of the company lies in
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its domestic production or in importation.

Those factors also have been approved by the
Court in a number of cases, including Allied Minerals,
Sanvik, and Torrington, and we will cite those cases
in our brief.

The discussion of why specific U.S.
producers should be excluded will require addressing
proprietary data on each of the companies, so we will
have to do that in our post-conference brief.

Suffice to say now that the basic rationale
for excluding related parties is the concern that such
domestic producers by virtue of the relationships and
imports may be in a position to be shielded from the
injury caused by imports. Where information indicates
that inclusion of any company in the industry would
distort the analysis of the industry's condition and
the injury caused to other producers by imports
exclusion is appropriate.

A third legal issue facing the Commission in
this case is cumulation. The Commission should
cumulate imports from China and the UAE in its injury
analysis in this case as the statutory factors are
met. Petitions were filed against the imports
simultaneously, and the imports from China and the UAE
compete with one another and with the U.S. product.
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As Mr. Kerkvliet stated, steel nails are
produced to ICC and ASTM specifications whether
imported from China or the UAE, or produced in the
United States. As such, these products are fungible
with one another and directly compete for sales in the
U.S. market.

In terms of geographic overlap, we have
examined Customs statistics on imports by port of
entry for China and the UAE that we will present in
our post-conference brief. These port data show
widespread overlap in geographic sales by imports from
China and the UAE throughout the United States.
Domestic producer questionnaire responses also show
U.S. sales throughout the country, demonstrating
overlapping geographic markets.

As for channels of distribution,
guestionnaire responses again show overlap. Most
steel nails sold by subject importers and U.S.
producers are sold through distributors with a small
volume also sold directly to end users.

Finally, nails from China and the UAE, as
well as U.S.-produced nails, have been simultaneously
present in the U.S. market during the period of
investigation as our import tables show.

Each of the factors the Commission typically
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considers as indicating a reasonable overlap of
competition is